
DATE: 

TO: 
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SUBJECT: 

OFFICE OF MAYOR JERRY SANDERS 
City of San Diego 

MEMORANDUM 

May 8, 2009 

Honorable Members of the City Council 
Independent Budget Analyst 
Jeff Graham, Centre City Development Corporation 
Bryan Trotier, Southeastern Economic Development Corporation 

Job Nelson, Director of Intergovemmental RelationS'lt1 

CDBG-R through American Recovery and Reinvestment Act of2009 

CDBG is a block grant program that funds a variety of infrastructure and programs including 
street and road repairs. While the funding for this program is less than was initially requested by 
the U.S. Conference of Mayors, the ARRA includes $1 billion for CDBG allocation. This 
formula driven grant means that the City will receive $4.033 million in additional CDBG 
funding through the stimulus. 

On May 6, the City received from the Assistant Secretary for Community Planning and 
Development with the Department of Housing and Urban Development (HUD) the final guidelines 
for CDBG-R (see attached). The application deadline for the City's Substantial Amendment 
to HUD is close of business on June 5, 2009. 

The City of San Diego has a number of worthy projects that might be eligible for these funds. I 
would ask that you and your staff to fonvard to me any projects by Thursday, May 14 to be 
heard at a special joint LU&H and PS&NS meeting on May 20th at 2 pm. I apologize for the 
quick turnaround but the tight timelines imposed by HUD (30 days) have forced an expedited 
process. We would ask you to keep in mind several items. First, the guidelines strongly encourage 
hard development costs associated with infrastructure activities. Additionally, half of the money 
must go to projects or programming that can be initiated by July 16 of this year. Because these 
rules differ from normal CDBG rules we would encourage you to review the attached guidelines. 



If you have any questions feel free to contact me at 619-236-5980 and we will get your questions 
answered as quickly as possible. Additionally More information regarding these grant funds can 
be found at: http://www.hud.gov/recovery/cdblock.cfm 

CDBG-R Process Timeline: 

May 8th 
- IRD issues memo soliciting Council ideas 

May 14th - Council Due Date 

May 20th 
- Joint LU&H and PS&NS 

May 21 st - Public Notice goes out for Substantial Amendment 

May 22nd 
- Report to Docket 

June 2nd 
- Council to approve Substantial Amendment 

June 5th 
- Substantial Amendment due to HUD 

CDBG-R Summary of Guidelines: 

1. The CDBG Recovery (CDBG-R) Grantee is the City of San Diego. HUD strongly urges 
grantees to use CDBG-R funds for hard development costs associated with 
infrastructure activities that provide basic services to residents or activities that 
promote energy efficiency and conservation through rehabilitation or retrofitting of 
existing buildings. While the full range of CDBG activities is available to grantees, 
HUD strongly suggests that grantees incorporate consideration of the public 
perception of the intent of the Recovery Act in identifying and selecting projects for 
CDBG-R funding. 

2. A Grantee must ensure that 70% of its CDBG-R grant be expended for activities that 
benefit low and moderate- income persons. (The regular CDBG program states 50%). 

3. Substantial Amendment due to HUD by June 5th with a 7 day public comment period. 
This will constitute a second substantial amendment to the PY2008 (FY2009) Annual 
Action Plan. 

4. In selecting projects to be funded, the Grantee shall give priority to projects that can 
award contracts based on bids within 120 calendar days from the date the funds are 
made available to the Grantee (February 17, 2009.) Funds being used for 
Infrastructure investments Grantees shall give preference to activities that can be started 
and completed expeditiously, including a goal of using at least 50% of the funds for 
activities that can be initiated not later than 120 days after February 17,2009. 
(Activity must be initiated by July 16,2009.) 



5. The Grantee's entire CDBG-R allocation must be expended by September 30,2012 in 
accordance with the Recovery Act. 

6. CDBG-R funds cannot be comingled with CDBG in an agreement. If selecting an 
existing project, separate agreements and accounts must be established for auditing and 
monitoring purposes. 

7. A maximum of 10% can go towards administration. 

8. Final guidance on reporting requirements and applicability of the Davis-Bacon 
Wage Rate Act has not yet been issued. However, amending a construction contract to 
add CDBG-R funding to an existing project (particularly one that is not otherwise 
federally funded) may subject the entire project to Recovery Act reporting and other 
compliance requirements. Additionally, Grantees who wish to use CDBG-R funds to 
expand an ongoing or already under construction project should keep the following 
additional considerations in mind: Environmental review procedures and labor standards 
applicability. 

9. The job creation requirement (for every $35K of CDBG, one job must be created) does 
not apply. The Grantee must however track the number of jobs created and jobs retained 
for the project. 

10. Income generated by the CDBG-R funds will be treated as regular 'program 
income' to the CDBG program and will be included in the timely expenditure 
compliance determinations. Thus, program income must be reported to the City's CDBG 
Program. 

11. CDBG-R eligibility uses/eligible activity: (Rule of thumb: most regular CDBG 
activities apply). These activities will be intended to quickly spur further economic 
investment, increase energy efficiency, and job creation or retention through: 

a. Economic Development; 
b. Housing; 
c. Infra-structure and other public facilities 

"While grantees have the full range of CDBG eligible activities at their disposal for 
CDBG-R, Congress clearly intends that CDBG-R funds should primarily be invested ill' 
economic development, housing, infrastructure and other public facilities activities that 
will quickly spur further economic investment, increased energy efficiency, and job 
creation or retention. In selecting activities for CDBG-R funding, grantees should keep in 
mind that some eligible activities under the Housing and Community Development Act 
are unlikely to substantively address the intent of the Recovery Act." 





DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT 

[Docket No. FR-5309-N-Ol] 

Notice of Program Requirements for 
Community Development Block Grant Program 

Funding Under the American Recovery and Reinvestment Act of 2009 

AGENCY: Office of the Assistant Secretary for Community Planning and Developn1ent, 

HUD. 

ACTION: Notice. 

SUMMARY: This notice advises the public of the statutory and regulatory waivers granted 

to grantees under the American Recovery and Reinvestment Act of 2009 (Recovery Act). 

The Recovery Act appropriated $1 billion in Con1munity Development Block Grant (CDBG) 

funds to states and local governments to carry out, on an expedited basis, eligible activities 

under the CDBG program. HUD is authorized by statute to specify alternative requirements 

and make regulatory waivers for this purpose. This notice also explains statutory issues 

affecting program design and implen1entation. The Department is also using this notice to 

provide grantees information about other ways in which the requirements for this grant vary 

from regular CDBG program rules. Except as described in this Notice, the statutory and 

regulatory provisions governing the CDBG program apply to this progran1. 

DATES: Entitlement grantees, Insular Areas, and non-entitlement counties in Hawaii are to 

submit the substantial amendments to their program year (PY) 2008 action plans to their 

HUD field office by June 5,2009. States are to sublnit the substantial amendn1ents to their 

PY2008 action plans to their HUD field office by June 29,2009. The deadline for the 

Hon1elessness Prevention and Rapid Re-housing Program (HPRP) funding pursuant to 



HUD's March 19, 2009, Federal Register notice is May 18. Grantees that wish to submit a 

single substantial amendnlent for both programs must do so by May 18, 2009. 
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FOR FURTHER INFORMATION CONTACT: Stanley Gimont, Director, Office of 

Block Grant Assistance, Office of Conlmunity Planning and Development, Department of 

Housing and Urban Development, 451 7th Street, SW, Room 7286, Washington, DC 20410; 

telephone 202-708-3587 (this is not a toll-free number). Persons with hearing or speech 

impairments may access this nunlber through TTY by calling the toll-free Federal 

Infoffilation Relay Service at 800-877-8339. Interested parties nlay also visit the CDBG-R 

web page on HUD's Recovery Act website, http://www.hud.gov/recovery/, for updated 

information and resources. Questions regarding the CDBG-R program may be submitted to 

HudRecoveryAct@hud.gov. 

SUPPLEMENTARY INFORMATION: 

Authority to Provide Alternative Requirements and Grant Regulatory Waivers 

Title XII of Division A of the American Recovery and Reinvestment Act of 2009 

(Public Law 111-005, approved February 17, 2009) appropriates $1 billion to canoy out the 

CDBG program under Title I of the Housing and Community Development Act of 1974 (42 

U.S.C. 5301, et seq.) (the HCDA) on an expedited basis. These funds will be distributed to 

grantees that received CDBG funding in Fiscal Year (FY) 2008 in accordance with the 

provisions of 42 U.S.C. 5306. The grant program under Title XII is commonly referred to as 

the CDBG Recovery (CDBG-R) program. When referring to a provision of the 

appropriations statute itself, this notice will refer to the Recovery Act; when referring to the 

grants, grantees, assisted activities, and implementation rules, this notice will use the ternl 

CDBG-R. 



In adn1inistering CDBG-R funds, the Secretary may waive or specify alternative 

requirements for any provision of any statute or regulation in connection with the obligation 

by the Secretary or the use by the recipient of these funds except for requirements related to 

fair housing, nondiscrimination, labor standards, and the environment, upon a finding that 

such waiver is necessary to expedite or facilitate the timely use of such funds and would not 

be inconsistent with the overall purpose of the statute. Such regulatory relief as HUD 

deemed necessary and is authorized to provide under 24 CFR 5.110 and 24 CFR 91.600 to 

permit implementation of CDBG-R is provided in this notice. 

The Secretary finds that the alternative requirements outlined in Section II. of this 

notice are necessary to expedite the use of these funds for their required purposes. 

Except as described in this notice, statutory and regulatory provisions governing the 

CDBG program, including those at 24 CFR part 570 subpart I for states and those at 24 CFR 

part 570 subparts A, C, D, E, F, J, K, and 0 for CDBG entitlement communities, as 

appropriate, shall apply to the use of these funds. Subpart M, concerning the Section 108 

Loan Guarantee program, is not applicable to CDBG-R. Other sections of the notice will 

provide further details of the changes, the majority of which deal with adjustments 

necessitated by Recovery Act provisions to expedite the use of CDBG-R funds. 

Ensuring Responsible Spending of Recovery Act Funds 

Funding available under the Recovery Act has clear purposes - to stimulate the 

economy through measures that lTIodernize the Nation's infrastructure, ilnprove energy 

efficiency, and expand educational opportunities and access to health care. In implen1enting 

the Recovery Act, Federal agencies are undertaking unprecedented measures to ensure 

transparency and accountability in the use of the funds. Concurrently, Federal agencies must 
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ensure that the funds are employed in a prudent manner consistent with applicable program 

requirements. 

The Departlnent desires that CDBG-R grantees carefully evaluate proposed projects 

for consistency with the overarching goals of the Recovery Act, especially the above-cited 

purposes. To this extent, HUD strongly urges grantees to use CDBG-R funds for hard 

development costs associated with infrastructure activities that provide basic services to 

residents or activities that promote energy efficiency and conservation through rehabilitation 

or retrofitting of existing buildings. While the full range of CDBG activities is available to 

grantees, the Department strongly suggests that grantees incorporate consideration of the 

public perception of the intent of the Recovery Act in identifying and selecting projects for 

CDBG-R funding. 

On March 20, 2009, President Obama issued a memorandum to the heads of 

executive branch agencies, entitled "Ensuring Responsible Spending of Recovery Act 

Funds". (This memorandum was published in the Federal Register on March 25 at 74 FR 

12531.) This memorandum lays out principles and steps that federal agencies are to take to 

ensure responsible distribution and use of Recovery Act funds. Grantees should ensure that 

the activities that they select for CDBG-R funding adhere to the expectations of this notice, 

particularly those of Section 2( c). 
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The Department must emphasize the following points to recipients of CDBG-R funds. 

Certain specified activities and/or projects Inay not be funded with CDBG-R funds pursuant 

to the Recovery Act and this includes swimming pools, golf courses, zoos, aquariums, and 

casinos or other gambling establishments. Other activities generally prohibited under 

regulations governing the regular CDBG program are also prohibited under CDBG-R. This 
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includes prohibitions on the construction of buildings for the general conduct of governnlent, 

political activities, purchase of equiplnent, and operating and Inaintenance expenses. Other 

CDBG restrictions may also apply including bans on assistance to professional sports teams, 

recreational facilities that serve a predominantly higher income clientele, and general 

promotional activities for the grantee. 

Table of Contents 

I. ALLOCATIONS 
A. Formula: Allocation 
B. Formula: Reallocation 

II. ALTERNATIVE REQUIREMENTS AND REGULATORY WAIVERS 
A. Pre-Grant Process 

1. General 
2. Contents of a CDBG-R Action Plan Substantial Amendment 
3. Citizen Pmiicipation Alternative Requirement 
4. Submission Deadlines 
5. Progranl Design Considerations 

B. Reimbursement For Pre-Award Costs 
C. Recovery Act Requirelnents For CDBG-R Expenditures 
D. Program Incolne Requirements 
E. Eligibility, Allowable Costs, and National Objective Waivers 
F. Timeliness of Use and Expenditure ofCDBG-R funds 
G. Reporting 
H. Certifications 
I. Paperwork Reduction Act 
K. Environmental Impact 

I. ALLOCATIONS 

A. Formula: Allocation. The Recovery Act appropriates $1 billion of CDBG funding and 

is distributing $980 million to grantees that received CDBG funding in FY2008. Pursuant to 

provisions of the Recovery Act, HUD has reserved $10 million to address its administrative 

costs and has allocated $10 nlillion to the Indian CDBG program, as required by 42 U.S.C. 
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5306( a). Any unit of local government that did not apply for its FY2008 funds is not eligible 

to receive CDBG-R funding. The formulas for the allocation of CDBG-R funds are the same 

as the formulas used for the annual allocation of CDBG funds to the states, entitlement 

grantees, and Insular Areas. On February 25,2009, HUD announced the list of the CDBG-R 

allocations, and these n1ay be found at http://www.hud.gov/recoverylcdblock.cfm. 

B. Formula: Reallocation. To expedite the use of CDBG-R funds, the Department is 

specifying alternative requirements to 42 U.S.C. 5306(c) and 42 U.S.C. 5306(d)(3)(C). The 

Department has determined that it is necessary to employ an alternative reallocation process 

in order to expedite grantees' timely use of any reallocated funds. Under the existing 

provisions of 42 U.S.C. 5306, funds that become available for reallocation would be 

reallocated as part of the process for allocating the next fiscal year's appropriation of regular 

CDBG funding; this n1eans any unawarded CDBG-R funds would not get reallocated until 

sometime in federal fiscal year 2010. To expedite the reallocation process, HUD is adopting 

the following procedure instead. 

If a unit of general local government, State, or Insular Area receiving an allocation of 

CDBG-R funds under this notice fails to submit a substantial amendment to its program year 

2008 action plan for its grant allocation by the deadlines specified in Section ILAA. of this 

notice, or submits an application for less than the total allocation amount, or if HUD is 

unable to approve any entity's submission, HUD Inay notify the jurisdiction of the 

cancellation of all or pari of its allocation amount. Once HUD determines the amount of 

funds (if any) that are not awarded to any jurisdictions, the Secretary will establish 

perfonnance criteria by which to award these funds to other entities. These criteria will be 



published in th~ Federal Register. However, these criteria will be established only if funds 

become available for reallocation. 

II. ALTERNATIVE REQUIREMENTS AND REGULATORY WAIVERS 
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This section of the notice provides a justification for alternative requirements and 

describes the necessary basis for each regulatory waiver. The section also highlights some of 

the statutory provisions applicable to the grants. This background narrative is followed by 

the CDBG-R requirement(s). 

Each grantee eligible for a CDBG-R grant has already received an annual allocation 

of FY2008 CDBG funds, has carried out needs hearings, has a consolidated plan, an annual 

action plan, a citizen participation plan, a monitoring plan, an analysis of impediments to fair 

housing choice, and has made CDBG certifications. The consolidated plan already discusses 

housing needs related to up to four major grant programs: CDBG; Home Investment 

Partnerships Program (HOME); Emergency Shelter Grants (ESG); and Housing 

Opportunities for Persons With AIDS (HOPW A). A grantee's annual action plan describes 

the activities budgeted under each of those annual programs. 

The CDBG-R grant is a supplemental appropriation. As such, HUD is treating a 

grantee's use of its CDBG-R grant to be a substantial amendment to its current approved 

consolidated plan and PY2008 annual action plan. (For grantees that received an allocation 

under the Neighborhood Stabilization Program (NSP), this will constitute a second 

substantial amendment to the PY2008 annual action plan.) Treating the CDBG-R as a 

substantial amendment and requiring grantees to amend the PY2008 annual action plan will 

expedite the distribution of CDBG-R funds, while ensuring citizen participation on the 

specific use of the funds. HUD is also waiving the consolidated plan regulations to the 
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extent necessary to adjust the reporting requirements for the use of CDBG-R funds to comply 

with the Recovery Act. 

These waivers and alternative requirements apply only to the grant funds appropriated 

under the Recovery Act and not to the use of regular formula allocations of CDBG funds, 

even if they are used in conjunction with CDBG-R funds for a project. The waivers and 

alternative requirements provide expedited program implementation and implement statutory 

requirements unique to this. supplemental appropriation. 

A. Pre-Grant Process 

Pursuant to Recovery Act provisions, HUD is treating CD BG-R funds as a special 

allocation of CDBG funding.HUD is requiring grantees to provide a substantial amendment 

to their PY2008 annual action plans. To receive CDBG-R funding, each CDBG grantee must 

submit to HUD a substantial amendment to its action plan in accordance with this notice, by 

the deadlines specified in Section n.AA. of this notice. This submission will include a 

signed standard federal form SF-424, signed certifications, and a substantial action plan 

amendnlent meeting the requirements of paragraph 2. below. Grantees may immediately 

begin to prepare and submit substantial amendments to their action plans for CDBG-R funds, 

in accordance with this notice. 

HUD will consider any existing cooperation agreements between a local govermnent 

and an urban county governing FY2008 CDBG funding (for purposes of either an urban 

county or a joint program) to automatically cover CDBG-R funding as well. These 

cooperation agreements will continue to apply to the use of CDBG-R funds for the duration 

of the CDBG-R grant. For example, a local government presently has a cooperation 

agreement covering participation in an urban county for federal FYs 2007,2008, and 2009. 



The local government may choose to discontinue its participation with the county at the end 

of the applicable qualification period for purposes of regular CDBG entitlement funding. 

However, the county will still be responsible for any CDBG-R projects funded in that 

community, and for any CDBG-R funding the local government receives from the county, 

until those funds are expended and the funded activities are completed. 
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Each grantee will have until the deadlines specified in paragraph 4. below to complete 

and submit a substantial amendment to its annual action plan. HUD encourages grantees, 

during development of their action plan amendments, to contact HUD field offices for 

guidance in complying with these requirements. 

In the regular CDBG program, a grantee is required to provide 30 calendar days for 

soliciting comments from its citizens before it submits an annual action plan to HUD. Then, 

HUD has 45 calendar days to accept or reject the plan. To expedite the process and to ensure 

that the CDBG-R grants are awarded in a timely manner, while preserving a reasonable 

citizen participation process, HUD is waiving the requirement that the grantee follow its 

citizen participation plan for this substantial alnendment. HUD is shortening the nlinilnum 

tilne for citizen comments to 7 calendar days and requiring the substantial amendlnent 

materials to be posted on the grantee's official website as the materials are developed, 

published, and submitted to HUD. Grantees are cautioned that, despite the expedited 

application and plan process, they are still responsible for ensuring that all citizens have 

equal access to information about activities assisted with CDBG-R funds. In addition, 

grantees must ensure that non-English speaking persons and persons with disabilities have 

access to copies of substantial amendments. Since not all citizens have internet access, HUD 



encourages grantees to make copies of substantial amendments available in public places 

such as libraries and government buildings. 

10 

HUD will not require states to follow their existing citizen patiicipation plan 

requirements, either for the state's development of this substantial amendment or for the 

development of funding proposals by units of general local governn1ent. The citizen 

participation pursuant to CDBG-R will be conducted at the state level and must assure that 

citizens and units of general local government have an opportunity to comment on all 

proposed activities to be unde11aken with these funds. HUD is therefore waiving the 

provisions of24 CFR 91.115(e) and 24 CFR 570.486(a). However, states are encouraged to 

establish alternative procedures for units of general local government that will provide 

reasonable citizen access to infolmation and participation in the local decision-making 

process. To facilitate the timely development of states' substantial amendments, HUD is 

waiving 42 U.S.C. 5306(d)(2)(C)(I)(iv) and 24 CFR 91.110 to the extent necessary to 

eliminate the requirement that a state must consult with units of local government in 

determining the expected use of CDBG-R funds. 

Pursuant to the overall objectives of the Recovery Act to assure that funds are in 

communities assisting in economic recovery, HUD is waiving 24 CFR 91.320 (d) and 24 

CFR 91.320(k)(l )(i) to the extent necessary to require states to submit a list of activities in 

lieu of developing a method of distribution. 

Substantial amendments to grantees' action plans are not normally approved by HUD, 

but n1ay be submitted to HUD as they occur or at the end of the program year. 24 CFR 

91.505( c) is waived to the extent necessary to require submission of the substantial 



amendment to the action plan to HUD for approval in accordance with this notice no later 

than the deadlines specified in paragraph 4. below. 
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HUD is waiving provisions of 24 CFR 91.500(b) and (d) to provide for the following 

modified action plan approval procedures. HUD will review each grantee's submission for 

completeness and consistency with the purposes of the Cranston-Gonzalez National 

Affordable Housing Act, the Recovery Act and the requirements of this notice, and will 

disapprove incomplete or inconsistent action plan amendments. 24 CFR 91.500( d) permits 

jurisdictions to revise or resubmit a plan within 45 days after written notification of 

disapproval; it also states that HUD must respond to approve or disapprove the plan within 

30 days of receiving the resubmission. HUD will allow revision and resublllission of a 

disapproved action plan in accordance with 24 CFR 91.500 so long as the resubmission is 

received by HUD 15 calendar days or less following the date of first disapproval, and any 

further resubmissions in response to subsequent disapprovals are received no later than close 

of business on July 20, 2009 for entitlement cOlllmunities, Insular Areas or non-entitlement 

counties in Hawaii. The deadline for states is August 13, 2009. 

The substantial amendment to the action plan and citizen pm1icipation alternative 

requirelllent will permit an expedited grant-making process, but one that still provides for 

public notice, appraisal, examination, and comment on the activities proposed for the use of 

CDBG-R grant funds. 

Requirement 

1. General. 

a. Except as described in this notice, statutory and regulatory provisions governing the 

CDBG program for states, entitlement communities, Insular Areas, and non-entitlenlent 
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counties in Hawaii, as applicable, shall apply to the use of these funds. Non-entitlement 

counties in the state of Hawaii and Insular Areas should follow the requirements for 

entitlement communities. 

b. To receive its grant allocation, a grantee must submit to HUD, by the deadlines in 

paragraph 4. below, a substantial atnendment to its PY2008 action plan, in accordance 

with the consolidated plan procedures for a substantial amendment under the annual 

CDBG program as modified by this notice, or HUD may cancel the entire an10unt 

allocated for that grantee and reallocate the funds. 24 CFR 91.505( c) is waived to the 

extent necessary to require submission of the substantial amendment to HUD for 

approval. 

c. 24 CFR 91.500(b) and (d) are waived to the extent necessary to implement alternative 

procedures for HUD review and approval of grantees' action plan amendments. In 

addition to the criteria in 24 CFR 91.500(b), HUD may disapprove a plan if it is 

inconsistent with the requirements of the Recovery Act or the requirements of this notice. 

HUD n1ay disapprove a plan if it determines that the description of activities, as required 

in paragraphs 2.a. and 2.b. below, does not adequately describe how an activity will 

address the Recovery Act. This alternative requirement will allow revision and 

resubmission of a disapproved action plan in accordance with 24 CFR 91.500(d) so long 

as the first resubmission is received by HUD 15 calendar days or less following the date 

of first disapproval, and any further resubmissions in response to subsequent disapprovals 

are received no later than close of business on July 20, 2009 for entitlement communities, 

Insular Areas or non-entitlement counties in Hawaii. The deadline for states is August 

13,2009. 



d. After HUD processes and approves the plan amendment and both HUD and the 

grantee have signed the grant agreelnent, BUD will establish the grantee's line of credit 

in the amount of the grantee's CDBG-R funds included in the action plan amendment. 

2. Contents of a CDBG-R Action Plan Substantial Amendment. 
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a. The required elements in the CDBG-R substantial amendment to the annual action plan 

for entitlement communities, Insular Areas, and non-entitlement counties in Hawaii are: 

1. Pursuant to 24 CFR 91.220(d), (e) and (1), a description of the activities the 

jurisdiction will undertake with these funds to address priority needs and objectives. 

24 CFR 91.220(1)(ii) is waived. The grantee shall instead identify any other 

Recovery Act funding to be used in conjunction with each activity and total activity 

budget from all funding sources. In addition, grantees must provide infolmation 

concerning CDBG-R assisted activities in an electronic spreadsheet provided by 

HUD. The information that must be reported in the spreadsheet includes activity 

name, activity description, CDBG-R dollar amount budgeted, eligibility category, 

national objective citation, additional Recovery Act funds for the activity received 

from other programs, and total activity budget. An electronic copy of the spreadsheet 

and the format will be available on BUD's recovery website at 

http://www.hud.gov/recovery. Grantees must include a paper copy of the spreadsheet 

in their substantial amendment and must subn1it an electronic version of the 

completed spreadsheet to CDBG-R@hud.gov. 

11. A description of how the distribution and uses of the grantee's CDBG-R funds 

\vill meet the requirements of Title XII of Division A and Section 1602 of the 

Recovery Act: that, in selecting projects to be funded, recipients shall give 
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priority to projects that can award contracts based on bids within 120 calendar 

days from the date the funds are made available to the recipients; and that for 

CDBG-R funds being used for infrastructure investments, recipients shall give 

preference to activities that can be started and completed expeditiously, including 

a goal of using at least 50 percent of the funds for activities that can be initiated 

not later than 120 calendar days after February 17, 2009. 

iii. For each activity, a written description of how the use ofCDBG-R funds for the 

activity will maximize job creation and economic benefit in relation to the 

CDBG-R funds obligated, and will address the Recovery Act, by: 

(A) Preserving and creating jobs and promoting economic recovery; 

(B) Assisting those most inlpacted by the recession; 

(C) Providing investment needed to increase economic efficiency; 

(D) Investing in transportation, environmental protection, or other infrastructure 

that will provide long-term economic benefits; 

(E) Minimizing or avoiding reductions in essential services; or 

(F) Fostering energy independence. 

IV. For each activity, the nunlber of full- and part-tilne jobs estimated to be created 

and retained by the activity (including permanent, construction and temporary jobs). 

v. A description of the activities that will be carried out with CDBG-R funds that 

promote energy conservation, smaIi gro~th, green building technologies, or 

reduced pollution emissions. 

VI. Information on how to contact grantee program administrators, so that citizens 

and other interested paIiies know who to contact for additional information. 



vii. A signed standard federal form SF-424, and signed certifications as specified in 

section II.H. of this notice. 

b. The required elenlents in the CDBG-R substantial amendment to the annual action plan 

required for States are: 
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1. A description of the activities that will be undertaken with these funds to address 

priority needs and objectives, and outcome Ineasures pursuant to 24 CFR 91.320(c). 

The grantee shall identify any other Recovery Act funding to be used in conjunction 

with each activity and total activity budget from all funding sources. In addition, 

grantees must provide information concerning CDBG-R assisted activities in an 

electronic spreadsheet provided by HUD. The information that must be reported in 

the spreadsheet includes activity name, activity description, CDBG-R dollar amount 

budgeted, eligibility category, national objective citation, additional Recovery Act 

funds for the activity received from other programs, and total activity budget. An 

electronic copy of the spreadsheet and the format will be available on HUD' s 

recovery website at http://www.hud.gov/recovery. Grantees must include a paper 

copy of the spreadsheet in their substantial amendnlent and Inust sublnit an electronic 

version of the completed spreadsheet to CDBG-R@hud.gov. HUD waives 24 CFR 

91.320(d) and 24 CFR 91.320(k)(1)(i) to the extent necessary to require states to 

provide a list of activities it intends to fund with the CDBG-R allocation. 

11. A description of how the distribution and uses of the grantee's CDBG-R funds will 

meet the requirements of Title XII of Division A and Section 1602 of the Recovery 

Act: that, in selecting projects to be funded, recipients shall give priority to projects 

that can award contracts based on bids within 120 days from the date the funds are 



made available to the recipients; and that for CDBG-R funds being used for 

infrastructure investments, recipients shall give preference to activities that can be 

started and completed expeditiously, including a goal of using at least 50 percent of 

the funds for activities that can be initiated not later than 120 calendar days after 

February 17, 2009. 

iii. For each activity, a written description of how the use of CDBG-R funds for the 

activity will maximize job creation and economic benefit in relation to the CDBG-R funds 

obligated, and will address the Recovery Act, by: 

(A) Preserving and creating jobs and promoting economic recovery; 

(B) Assisting those most iInpacted by the recession; 

(C) Providing investment needed to increase economic efficiency; 
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(D) Investing in transportation, environmental protection, or other infrastructure 

that will provide long-term economic benefits; 

(E) Minimizing or avoiding reductions in essential services; or 

(F) Fostering energy independence. 

IV. For each activity, the number of full- and part-time jobs estiInated to be created 

and retained by the activity, which will include permanent, construction and 

temporary jobs. 

v. A description of activities that will be carried out with CDBG-R funds to pron10te 

energy conservation, smart growth, green building techniques or reduced 

pollution emissions. 

VI. Information on how to contact grantee or unit of general local government 

program administrators so that citizens and other interested parties will know who 



17 

to contact for additional infonnation. 

vii. A signed standard federal fonn SF -424, and signed certifications as specified in 

section II.H. of this notice. 

3. Citizen Participation Alternative Requirement. HUD is providing an alternative 

requirement to 42 U.S.C. 5304(a)(2) and (3), to expedite distribution of grant funds and to 

provide for expedited citizen participation for the CDBG-R substantial amendment. 

Provisions of24 CFR 570.302,24 CFR 570.486(a), 24 CFR 91.105(k) and 91.115(i), with 

respect to following the citizen participation plan, are waived to the extent necessary to allow 

implementation of the requirements below. In addition, for States, 24 CFR 91.110 is waived 

to the extent necessary to eliminate the requirement that a state must consult with units of 

local government in determining the state's method of distribution in its substantial 

am endlnent. 

a. 24 CFR 91.1 05(k) and 24 CFR 91.115(i) are being waived to specify that the grantee 

will provide no fewer than 7 calendar days for citizen comment (rather than 30 days) for its 

CDBG-R substantial amendlnent. At the time of subnlission to HUD, each grantee will post 

its action plan amendment and any subsequent CDBG-R anlendments on its official website 

along with a summary of citizen comments received within the 7-day conlment period. HUD 

encourages the grantee to make copies of the substantial amendment available in public 

places such as libraries and government buildings. In addition, the grantee must ensure that 

non-English speaking persons and persons with disabilities have access to copies of 

substantial amendments. 

b. The regulation at 24 CFR 91.505(c)(1) states that a grantee may submit a copy of an 

amendment to its action plan to HUD as it occurs or at the end of the program year. 24 CFR 



91.505 is waived to require each grantee to sublnit the substantial amendment to its action 

plan for CDBG-R funds no later than the deadlines specified in paragraph 4. below. 
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4. Submission Deadlines. Except as otherwise provided in this paragraph, entitlelnent 

grantees, Insular areas and non-entitlement counties in Hawaii are to submit their substantial 

amendn1ents to their 2008 action plans to their HUD field office by June 5, 2009. States are 

to submit the substantial amendments to their PY2008 action plans to their HUD field office 

by June 29, 2009. The deadline for the substantial aInendment for HPRP is May 18,2009; 

therefore, grantees that wish to sublnit a single substantial amendment for both programs 

must do so by May 18,2009. 

Any grantee that will be submitting its program year 2009 action plan between the 

date of this notice and June 5, 2009, may wish to consider ways in which it can combine the 

citizen paIiicipation and submission steps for its CDBG-R substantial amendment with those 

for its 2009 action plan. Any entitlement grantee or non-entitlement county in Hawaii with a 

program year start date of July 1 or earlier, and which has not yet submitted its program year 

2009 action plan to its field office as of the date of this notice, may submit its CDBG-R 

substantial amendment to its 2008 action plan silnultaneously with the subn1ission of its 

program year 2009 action plan. However, in no case can such an entitlement grantee or non

entitlement county in Hawaii sublnit its CDBG-R action plan amendment later than June 5, 

2009. States that submit their substantial amendment to 2008 action plans by June 29, 2009, 

will need to submit the 2009 action plan by its original deadline. However, the abbreviated 

citizen participation process provided in this notice applies only to CDBG-R substantial 

amendlnents, not to the submission of prograIn year 2009 action plans. Existing regulatory 

citizen participation requirements continue to apply to action plans submitted for regular 



CDBG funding, even if a grantee wishes to submit its CDBG-R substantial amendment 

simultaneously with its program year 2009 action plan. 
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A grantee's failure to meet the submission deadlines for CDBG-R, as applicable, may 

constitute grounds for the DepaIiment to cancel the grantee's CDBG-R funding allocation 

pursuant to the provisions of section LB. of this notice. 

5. Program Design Considerations 

Although the Recovery Act applies additional or alternative requirements upon 

CDBG-R funding that do not exist in the regular CDBG program, this additional 

appropriation is otherwise subject to all regular CDBG program requirements. HUD has 

minimized the number of additional changes between CDBG-R and regular CDBG progranl 

requirements, to maximize grantees' flexibility in administering these funds. The Recovery 

Act also contains language which, while not stating explicit Inandates, Inakes clear that 

Congress intends the use of Recovery Act appropriations to be targeted to address current 

economic conditions. For example, Section 1602 of the Recovery Act states that, 

"Recipients shall also use grant funds in a manner that maximizes job creation and economic 

benefit." While grantees have the full range of CDBG eligible activities at their disposal for 

CDBG-R, Congress clearly intends that CDBG-R funds should primarily be invested in 

economic development, housing, infrastructure and other public facilities activities that will 

quickly spur further economic investment, increased energy efficiency, and job creation or 

retention. In selecting activities for CDBG-R funding, grantees should keep in mind that 

some eligible activities under the Housing and COlnmunity Developlnent Act are unlikely to 

substantively address the intent of the Recovery Act. 
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At the same time, the broad purpose language of the Recovery Act does not expand 

the list of eligible activities beyond those specified by the Housing and Community 

Development Act. Some uses of funds suggested by the Recovery Act's broad purpose 

language do not necessarily fit into any CDBG eligible activity category, and may not be 

eligible for CDBG-R funding. However, HUD has determined that the purpose language and 

overall intent of the Act, particularly regarding local fiscal stabilization, supersedes the 

requirement at 42 U.S.C. 5301(c) that CDBG funding not be used to substantially replace the 

anlount of local financial suppoli previously provided to community development activities. 

The Recovery Act also makes clear that grantees are to identify proj ects that can 

achieve the Recovery Act purposes AND can be quickly implemented. Language at Title 

XII of Division A of the Recovery Act, which appropriates the CDBG-R funds, states that, 

" .. .in selecting projects to be funded, recipients shall give priority to projects that can award 

contracts based on bids within 120 days from the date the funds are made available to the 

recipients." Section 1602 of the Recovery Act further states, "In using. funds made available 

in this Act for infrastructure investment, recipients shall give preference to activities that can 

be started and completed expeditiously, including a goal of using at least 50 percent of the 

funds for activities that can be initiated not later than 120 days after the date of the enactment 

of this Act." 

Grantees should not assume that their normal CDBG funding distribution procedures 

can meet the goals for obligation of funds described above. For example, if a grantee's 

existing activity selection process mandates a lengthy Request For Proposals, lengthy 

procurement actions, or other process that would take months to produce funding 

recommendations, grantees should explore what local waiver authority or emergency 
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procedures they can implement to expedite the process. This may particularly be necessary 

with some states, for which deviations from existing procedures could require state rule

making. Some Urban County funding procedures that distribute funds on a proportional 

basis among all participating jurisdictions could result in funding awards that are too snlall to 

be used expeditiously and productively by the participating jurisdictions. 

Grantees may have already identified activities that were approved to receive funding 

out of the grantee's FY2009 funding allocation. Grantees should consider whether any of 

these activities meet the additional CDBG-R requirements, and if so, whether their 

implementation schedules could be accelerated so that they could instead be funded with 

CDBG-R funds. However, moving an activity froin a grantee's 2008 or 2009 progrmn year 

regular CDBG program to the CDBG-R program, and replacing that moved activity with a 

new activity, would trigger a substantial amendment to a grantee's already-approved 2008 or 

2009 action plan. This would trigger additional citizen paIiicipation requirements beyond 

those required for the CD BG-R substantial anlendinent. 

States should consider whether their existing method of distribution processes can be 

employed to fund worthwhile activities that fell below the funding cut-off line from their 

program year 2008 distribution process, or to fund applications already submitted for their 

program year 2009 distribution process. 

HUD encourages grantees to use CDBG-R funds for discrete, stand-alone activities 

whenever possible. As noted elsewhere in this notice, final guidance on reporting 

requirements and applicability of the Davis-Bacon Wage Rate Act has not yet been issued. 

Amending a construction contract to add CDBG-R funding to an existing project 

(particularly one that is not otherwise federally funded) nlay subject the entire project to 
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Recovery Act reporting and other compliance requirements. Grantees should also avoid 

using CDBG-R funds to initiate a new project that cannot be completed within the 

expenditure deadline for the CDBG-R program or that will require the commitment of future 

years' allocations of regular CDBG funds. 

However, HUD recognizes that the additional increment of CDBG-R funding may 

not be enough for some grantees to fully fund a new activity. (The mllount of additional 

funding allocated to grantees equals about 27 percent of their FY2008 regular CDBG 

allocation.) Grantees should consider whether it is possible to issue a new contract to use 

CDBG-R funds to fund an additional increment of work or services beyond that which is 

already under contract or othelwise underway. For exanlple: 

• A grantee may have performed engineering and environmental review work on a proj ect 

to replace sanitary sewers, but scaled back the project before awarding a construction 

contract due to funding constraints. Because engineering work has already been done, it 

lllay be time- or cost-effective for the grantee to issue a separate construction contract for 

the blocks of sewers that were excluded from the existing contract. 

• A grantee may use CDBG-R funds to finance the rehabilitation of several apmiment 

buildings that are on the waiting list for assistance under the grantee's CDBG rental 

housing rehabilitation loan program. 

• A grantee might consider physical illlprovements to a water treatnlent plant that will 

reduce the energy costs of the plant's operations or will conserve water resources. 

• A grantee that had to pare back funding for an activity (compared to the subrecipient's 

original funding request or prior levels of service) might execute a subrecipient 

agreement to provide CDBG-R funds that will restore the activity to "full funding" levels. 
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CDBG-R funding will be tracked separately from a grantee's regular CDBG funding 

in the Integrated Disbursement and Information System (IDIS), will have separate funding 

contract language, and will have a different grant number from a grantee's regular CDBG 

funding. Grantees are cautioned against commingling regular CDBG and CDBG-R funds. 

However, this does not prevent a grantee from using CDBG-R funding in conjunction with 

an existing activity funded with regular CDBG funds, where the additional funding will be 

covered under a new contract or subrecipient agreement. Grantees will need to set up this 

additional increment of funding as a separate activity in IDIS. 

Grantees who wish to use CDBG-R funds to expand an ongoing or already-under

construction project should keep the following additional considerations in mind. 

Environmental review procedures: HUD legislation and regulations (24 CFR 

58.22) prohibit CDBG grantees and any patiy to the development process from comnlitting 

HUD or non-HUD assistance to a project until the environmental compliance review process 

has been successfully completed. In adding CDBG-R funds to an existing project, grantees 

must carefully consider the implications of the Part 58 definition of a commitment of federal 

funds. No new environmental review is required when a CDBG-R project has been reviewed 

previously by the same responsible entity, no change to the project activities or location or 

size results from additional funding, and no new environmental conditions have been 

discovered. HUD regulations and law prohibit the commitment of HUD and non HUD 

assistance to a project until the environmental compliance review is successfully completed. 

Therefore, because Recovery Act projects must expend their CDBG-R funds in such a short 

timeframe, it is very important to begin and complete your environmental compliance review 

as soon as possible. Grantees are urged to contact their Field Environmental Officer, and to 
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visit the HUD environmental website for more detailed information on environmental 

clearance: http://www.hud.gov/offices/cpd/energyenvironJenvironment/compliance/qa/clearance.cfm 

Labor Standards applicability: HUD will issue guidance concerning the applicability 

of prevailing wage requirements at a later date. For more information about the federal labor 

standards requirements in HUD programs, please visit the Office of Labor Relations website 

at www.hud.gov/offices/olr. 

B. Reimbursement for Pre-Award Costs 

Background 

CDBG-R grantees will need to move forward rapidly to prepare the CDBG-R 

substantial amendment and to undertake other adlninistrative actions, including 

environmental reviews. Therefore, HUD is granting permission to states and entitlement 

jurisdictions receiving a direct allocation of CDBG-R funds to incur pre-award costs 

associated with the development of the substantial an1endment to the action plan as if each 

was a new grantee preparing to receive its first allocation of CDBG funds. 

Grantees may also take advantage of the provisions of 24 CFR 570.200(h) regarding 

activity-specific pre-award costs. Grantees n1ay incur costs prior to grant award for specific 

activities, as of the date the grantee submits its CDBG-R action plan substantial amendment 

to HUD. Where a grantee amends an existing construction contract or issues a new contract 

in order to use CDBG-R funding to expand an existing activity, the date on which the 

CDBG-R costs are considered incurred for purposes of 24 CFR 570.200(h) will generally be 

the date of the new or amended contract, not the date that funds were initially obligated for 

the original project. 
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A nunlber of entitlement grantees have used the provisions of 24 CFR 

570.200(h)(l)(v) to incur pre-award costs against their regular CDBG program, where 

payments will be made from future years' CDBG allocations. HUD has determined that it is 

not consistent with the requirenlents of the Recovery Act to allow CDBG-R funds to be used 

as payment for pre-award activity costs that grantees incurred under their regular CDBG 

funds. HUD therefore finds good cause to waive 24 CPR 570.200(h) to the extent necessary 

to implement this prohibition. 

Requirement 

24 CFR 570.200(h) is waived to the extent necessary to allow entitlement jurisdictions 

receiving a direct CDBG-R allocation under this notice to incur pre-award costs as if each 

was a new grantee preparing to receive its first allocation of CDBG funds. In accordance 

with OMB Circular A-87, Attachment B, paragraph 31, 24 CFR 570.200(h) is similarly 

applied to States. A CDBG-R grantee will be allowed to incur costs necessary to develop the 

CDBG-R substantial amendment to its action plan and undetiake other administrative actions 

necessary to receive its grant, prior to the costs being included in the final plan, and to incur 

activity-specific costs as of the date the substantial is subnlitted to HUD, provided that the 

other conditions of 24 CPR 570.200(h) are met. For units of general local governments 

funded by a state, 24 CFR 570.489(b) applies unmodified. 24 CFR 570.200(h) is waived to 

the extent necessary to prohibit a grantee from using CDBG-R funds for reinlbursement of 

pre-award costs incurred against the grantee's regular CDBG funding. 

C. Recovery Act Requirements for CDBG-R Expenditures 
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Title XII of Division A of the Recovery Act requires that in selecting CDBG-R 

projects to be funded, recipients shall give priority to projects that can award contracts based 

on bids within 120 calendar days from the date the funds are made available to the recipients. 

Section 1602 of the Recovery Act requires that grantees shall use grant funds in a 

manner that maximizes job creation and economic benefit. Section 1602 also states that, 

when CDBG-R funds are being used for infrastructure investments, grantees must give 

preference to activities that can be started and completed expeditiously, including a goal to 

obligate at least 50 percent of the funds for activities that can be initiated within 120 days of 

enactment of the Recovery Act. 

HUD has defined the ternl "use" for purposes of these requirements to mean 

obligation of funds. HUD is adopting the definition of "obligation" as it appears in 24 CFR 

85.3 for all grantees, including states, to mean the amount of orders placed, contracts and 

sub-grants awarded, goods and services received, and sinlilar transactions during a given 

period that will require payment by the grantee during the same or a future period. 

Section 1605 of the Recovery Act requires that all iron, steel and manufactured goods 

used in construction, alteration, repair, or maintenance of a public building or public work 

project assisted with funds under the Recovery Act must be produced in the United States, 

unless the Secretary finds that: the requirenlent is inconsistent with public interest; those 

goods are not reasonably available or produced in sufficient quantity in the U.S.; or the use of 

the goods will increase the project cost by more than 25 percent. Grantees must request a 

waiver of this provision if, in the process of carrying out an eligible activity, one of these 

conditions arises. If the Secretary determines that it is necessary to waive this requirement, 

he must publish in the Federal Register a detailed written justification why the requirement 
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was waived; therefore, all grantees are expected to adhere to these provisions. These 

requirements must be applied consistent with U.S. obligations under international 

agreelnents. To streamline compliance with the provision of Section 1605 in determining the 

project cost using American-made materials, grantees may want to consider acquiring two 

cost estimates with bids: one with only American-made materials and the other with any 

materials. 

Section 1604 of the Recovery Act prohibits CDBG-R funds from being used for any 

casino or other gambling establishment, aquarium, zoo, golf course, or swimming pool. In 

applying this prohibition, HUD will interpret the definitions of these terms broadly. This 

requirement is further discussed in section II.E. of this notice. 

Section 1512 of the Recovery Act requires that for each activity canied out with 

CDBG-R funds, grantees must repoli on the number of jobs estimated to be created or 

retained. This reporting requirement applies to all activities, and is unrelated to the repoliing 

of jobs for purposes of meeting the low- and nloderate-inconle benefit national objective 

requirements. This requirement is further discussed under section ILG of this notice. 

As part of the CDBG-R substantial amendment, grantees will be required to submit 

certifications regarding these requirements. 

D. Program Income Requirements 

Any program income generated from the use of CDBG-R funds will be treated as 

program income to the regular CDBG program, not as program income to the CDBG-R 

program. HUD is waiving a number of statutory and regulatory provisions to implement this 

requirement, many of which are described in Section F. below. 24 CFR 85.21 and 24 CFR 

570.504 (for entitlements) and 24 CFR 570.489(e)(3) and 31 CFR part 205 (for states), 
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require grantees and subrecipients to disburse program income before requesting additional 

cash withdrawals of regular CDBG funds fronl the u.s. Treasury. Those requirements will 

not apply to the drawdown of CDBG-R funds. 

In the regular CDBG program, 24 CFR 570.301(b) provides for float-funded 

activities and guarantees, a short-term financing mechanism which allows a grantee to use 

undisbursed funds in its line of credit and CDBG program account that are budgeted in action 

plans for one or more other activities that do not need the funds immediately. Each activity 

canied out using the float must Ineet all CDBG requirements and must be expected to 

produce program income in an amount at least equal to the amount of float so used. Because 

program income generated froin CDBG-R activities will not be treated as program income to 

the CDBG-R program, grantees may not use CDBG-R funds to assist any float-funded 

activity or guarantee. 24 CFR 570.301 (b) is therefore waived. 

E. Eligibility, Allowable Costs, and National Objective Waivers 

Background 

Overall low- and moderate-inCOlne benefit alternative requirements: The 

requireinent that 70 percent of funds are for activities that benefit low- and moderate-income 

persons [found at 42 U.S.C. 5301(c), 42 U.S.C. 5304(b)(3)(A), 24 CFR 570.200(a)(3) and 24 

CFR 570.484] will apply to the use of CDBG-R funds. A grantee must ensure that 70 

percent of its CDBG-R grant be expended for activities that benefit low- and moderate

income persons. Compliance with the overall benefit requirement must be demonstrated 

separately for the CDBG-R grant and not in combination with regular CDBG funding or 

commitments under the Section 108 Loan Guarantee program; thus, there is no option for 

selecting the timefranle for conlpliance. 
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Urgent need national objective criteria: In the regular CDBG program, to meet the 

urgent need national objective pursuant to 24 CFR 570.208( c) and 24 CFR 570.483( d), the 

recipient must certify: that the activity is designed to alleviate existing conditions which pose 

a serious and immediate threat to the health and welfare of the community which are of 

recent origin or recently became urgent, that the recipient is unable to finance the activity on 

its own, and that other sources of funds are not available. In the regular State CDBG 

program, the local government provides this certification and the State n1akes the 

detelmination of the same. For CDBG-R, HUD is eliminating the recordkeeping 

requirement that grantees document the nature, degree and tin1ing of seriousness of the 

condition to be addressed by the activity if the urgent need is based on current economic 

conditions. HUD will accept a grantee's certification that current economic conditions are of 

recent origin and constitute a serious and immediate threat to the welfare of the community. 

However, the grantee n1ust still demonstrate that it is unable to finance the activity on its 

own, and that other sources of funding are not available. For the State CDBG program, 

states may make this certification on behalf of units of general local government. 

Limitations on public services activities: In the regular CDBG progrmn, entitlement 

grantees are permitted to obligate no more than 15 percent of their annual CDBG allocation 

plus 15 percent of the prior program year's program income for public service activities. 

States are permitted to expend no more than 15 percent of each annual CDBG allocation plus 

progrmn income for public service activities. HUD is providing an alternative requirement 

because there will be no program income attributed to CDBG-R, and because CDBG-R is to 

be treated as a separate appropriation of funds. Compliance with the public service cap must 

be den10nstrated separately based on each grantee's total CDBG- R grant allocation and not 
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in combination with its regular CDBG funding or program income. For both states and 

entitlements, compliance will be demonstrated based on expenditures of CDBG-R funds, not 

on obligations as in the regular CDBG entitlement program. HUD is waiving 42 U.S.C. 

5305(a)(8) to exclude program income from the amount of funds on which the cap is based. 

Other provisions of that section remain in place. 

Limitations on planning and general administration activities: Pursuant to 24 CFR 

570.200(g), in the regular CDBG program, a CDBG entitlement grantee is permitted to 

obligate no more than 20 percent of its annual CDBG allocation plus program income for 

planning and administrative costs as defined in 24 CFR 570.205 and 24 CFR 570.206. 

Pursuant to 24 CFR 570.489(a)(3), a state and its funded units of general local government 

are, in aggregate, permitted to expend no more than 20 percent of the state's annual grant 

plus program income for planning and administrative costs as defined at 42 U.S.C. 

5305(a)(12), 5305(a)(13) and 5306(d)(3). HUD is providing an alternative requirement 

because there will be no program income attributed to CDBG-R, and because CDBG-R is to 

be treated as a separate appropriation of funds. Compliance with the planning and 

administration costs cap must be demonstrated separately based on each grantee's total 

CDBG- R grant allocation and not in conlbination with its regular CDBG funding or program 

income. For CDBG-R, up to 10 percent of a CDBG-R grant directly provided to a 

jurisdiction (State, entitlement community, Insular Area or non-entitled county in Hawaii) 

may be used for general administration and planning activities. For all grantees, including 

states, the 10 percent limitation applies to the grant as a whole. States should note that the 10 

percent limitation includes any funds the State expends for technical assistance to units of 

general local government and non-profit organizations pursuant to 42 U.S.C. 5306(d)(5) and 
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(6). Consistent with Recovery Act provisions to expedite the use ofCDBG-R funds, HUD is 

waiving the requirement for Inatching State administrative funds. Requiring states to nlatch 

administrative funds may considerably slow down the expenditure of CDBG-R funds in 

states struggling to stabilize their budgets. 

Public benefit standards: In the regular CDBG program, the public benefit standards 

at 24 CFR 570.209(b), (c) and (d) (for entitlement grantees) and 24 CFR 570.482(f) and (g) 

(for states) apply to economic development projects under the authority of 24 CFR 570.203, 

24 CFR 570.204,24 CFR 570.208(a)(4)(vi)(F)(2), 24 CFR 570.483(b)(4)(vi)(F)(2), and 42 

U.S.C. 5305(a)(2), (14), (15), or (17), respectively. HUD is waiving portions of these 

regulations to expedite the timely use of funds by grantees. HUD will presume that activities 

that meet the requirements and Congressional intent of the Recovery Act provide sufficient 

public benefit. Grantees are still encouraged to provide economic assistance at the lowest 

possible cost per job, or cost per low- and moderate-income beneficiary. 

Activities identified in these regulations as providing insufficient public benefit 

remain ineligible for CDBG-R funding: general promotion of the community as a whole; 

assistance to professional sports teams; assistance to privately-owned recreational facilities 

that serve a predominantly higher-income clientele, where the recreational benefit to users or 

members clearly outweighs employment or other benefits to low- and moderate-income 

persons; acquisition of land for which the specific proposed use has not yet been identified; 

and assistance to a for-profit business while that business or any other business owned by the 

same person(s) or entity(ies) is the subject of unresolved findings of noncompliance relating 

to previous CDBG assistance provided by the recipient. (Those ineligible activities are in 



addition to those which the Recovery Act specifically prohibits: casinos, other gambling 

establishnlents, aquariums, zoos, golf courses, or swimming pools.) Furthermore, HUD is 

not waiving the provisions of24 CFR 570.209(a) (for entitlement grantees) and 24 CFR 

570.482( e) (for states) regarding underwriting guidelines. 
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Relationship of CDBG-R to the Section 108 Loan Guarantee program: In the Section 

108 program, 24 CFR 570.705(a)(2)(i) permits a CDBG grantee to borrow an amount of up 

to five times of its most recent CDBG grant for a Section 108 loan. 24 CFR 570.705(b) 

permits CDBG funds to be used as a pledge of security for the repayment of Section 108 

loans. 24 CFR 570. 705( c) permits the use of CDBG funds to repay funds borrowed under 

the Section 108 program. The Section 108 program is intended to provide longer-tenn 

project financing and requires a pledge of CDBG future funds over the life of the loan 

guarantee, whereas CDBG-R is a one-time appropriation of funds of limited duration. 

CDBG-R funds may not be used as a pledge of security for the repayment of Section 108 

loans, may not be used to securitize borrowing under the Section 108 program, may not be 

used as repayment for funds borrowed under the Section 108 program, and may not be 

counted toward a grantee's maximum Section 108 borrowing authority. 

Requirements 

1.42 U.S.C. 5304(b)(3)(A), 24 CFR 570.200(a)(3) and 24 CFR 570.484 are waived to the 

extent necessary to require that CDBG-R funds shall principally benefit persons of low and 

moderate income in a manner that ensures that not less than 70 percent of such funds are 

used for activities that benefit such persons, exclusive of any other funds received by the 



grantee under 42 U.S.C. 5306 or as a result of a guarantee or a grant under 42 U.S.C. 5308. 

A grantee must meet this requirement over the life of its CDBG-R grant. 

2.24 CFR 570.506(b)(12)(i) and (iii) are waived, and 24 CFR 570.208(c), 24 CFR 
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570.483( d), and 24 CFR 570.490( a) and (b) are waived to the extent necessary to allow 

grantees to certify that an activity is designed to address current economic conditions which 

pose a serious and itnmediate threat to the welfare of the community. HUD has determined 

that current economic conditions are of recent origin and pose a serious and immediate threat 

to the economic welfare of communities. States may provide this certification on behalf of 

units of general local govermllent. Grantees must maintain other documentation specified in 

these regulations. 

3. 42 U.S.C. 5306(a)(8), 24 CFR 570.201(e)(I) and 24 CFR 570.20 1 (e)(2) are waived to the 

extent necessary to require that no more than 15 percent of CDBG-R funds shall be expended 

for eligible public service activities, exclusive of any other funds received by the grantee 

under 42 U.S.C. 5306. A grantee must nleet this requirement over the life of this grant. 

4. 42 U.S.C. 5306(d)(3), (5) and (6),24 CFR 570.200(g) and 24 CFR 570.489(a) are waived 

to the extent necessary to establish the following requirement: No more than 10 percent of 

CDBG-R funds shall be expended for eligible planning and general administration activities 

as defined in 42 U.S.C. 5305(a)(12), 5305(a)(13) and 5306(d)(3), and in 24 CFR 570.205 and 

24 CFR 570.206, exclusive of any other funds received by the grantee under 42 U.S.C. 5306. 

For states, this 10 percent limitation includes technical assistance eligible under 42 U.S.C. 

5306(d)(5) and (6). A grantee must meet this requirement over the life of this grant. For 

states, this requirement applies in total to the state and all entities it funds. 
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5. The requirements at 42 U.S.C. 5306(d)(3)(A) and 24 CFR 570.489(a) are waived to the 

extent necessary to eliminate the state match requirement for general administrative costs. 

6. 42 U.S.C. 5305(e)(3), 24 CFR 570.209,24 CFR 570.482(f), 24 CFR 570.490(a) and 24 

CFR 570.506( c) are waived to the extent necessary to pennit grantees to carry out economic 

development projects without Ineeting the public benefit standards, except that 24 CFR 

570.209(b)(3)(ii)(A) through (E) and 24 CFR 570.482(f)(4)(ii)(A) through (E) are not 

waived. 

7. 42 U.S.C. 5308 and Subpart M of 24 CFR Part 570 are waived to the extent that they are 

not applicable to the use of CDBG-R funds. 

8. Uses of grant funds must constitute an eligible use under the Recovery Act. In addition to 

being an eligible CDBG-R use of funds, each activity funded under this notice must also be 

eligible under 42 U.S.C. 5305(a) and Subparts C and I of Part 570, and nleet a CDBG 

national objective under Subparts C and I ofPali 570, as modified by this notice. Activities 

not listed as eligible under 42 U.S.C. 5305(a), and activities that are specifically listed as 

ineligible under 24 CFR 570.207 and 24 CFR 570.482, are ineligible for CDBG-R funding. 

The last sentence of 42 U.S.C. 5301(c) is waived. 

9. Pursuant to Section 1604 of the Recovery Act, CDBG-R funds may not be used for any 

casino or other gambling establishment, aquarium, zoo, golf course, or swimming pool. 

F. Timeliness of Use and expenditure of CDBG-R funds 

Background 

In accordance with the Recovery Act, HUD has imposed a grant period and 

expenditure deadline of September 30,2012, to ensure that the use of CDBG-R funds is 

expedited. To that end, HUD has waived a number of regulatory and statutory provisions. 
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The timely expenditure regulatory requirelnents for the entitlement CDBG program will not 

apply to CDBG-R funds. These funds will not be included in determining compliance with 

the requirements of 24 CFR 570.902. However, income generated from CDBG-R activities 

will be treated as program income to grantees' regular CDBG program, and thus will be 

included in timely expenditure compliance determinations. In selecting and designing 

activities for CDBG-R funding, grantees should consider the indirect effects on their 

compliance with the timely expenditure requirements for their regular CDBG funding. The 

timely distribution regulatory requirements for states will not apply to CDBG-R funds. 

Requirement 

The timely distribution or expenditure requirements of 42 U.S.C. 5304(e) and 24 CPR 

570.494 and 570.902 are waived to the extent necessary to allow the following alternative 

requirement: All CDBG-R grantees must expend their entire allocation of CDBG-R funds by 

September 30, 2012. Any funds not expended by September 30,2012, will be recaptured by 

HUD and returned to the U.S. Treasury. 

G. Reporting 

Background 

HUD requires timely and accurate reporting on each CDBG-R grant in IDIS. HUD 

will use the information from IDIS to exercise oversight for compliance with the 

requirements of this notice and for prevention of fraud, waste, and abuse of funds. The 

Recovery Act imposes greater (and more frequent) reporting requirements than those that 

apply to grantees' regular CDBG funding. 

Section 1512 of the Recovery Act requires that not later than 10 days after the end of 

each calendar quarter, each recipient that received recovery funds from a federal agency shall 
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submit a report to that agency that contains: (1) the total amount of recovery funds received 

from that agency; (2) the amount of recovery funds received that were expended or obligated 

to projects or activities; and (3) a detailed list of all projects or activities for which recovery 

funds were expended or obligated, including the name of the proj ect or activity; a description 

of the project or activity; an evaluation of the completion status of the project or activity; an 

estimate of the number of jobs created and the number of jobs retained by the project or 

activity; and for infrastructure investments made by State and local governments, the 

purpose, total cost, and rationale of the agency for funding the infrastructure investment with 

funds made available under the Recovery Act and name of the person to contact at the 

agency if there are concerns with the infrastructure investment. Not later than 30 calendar 

days after the end of each calendar quarter, each agency that made Recovery Act funds 

available to any recipient shall make the information in reports submitted publicly available 

by posting the information on a website. 

Grantees' agreements with subrecipients or units of general local government must 

contain a special contract condition requiring theln to comply with the reporting requirements 

established for CDBG-R funding. All grantees, subrecipients and contractors desiring to 

participate in the CDBG-R program must obtain a Data Universal Numbering System 

(DUNS) number. A DUNS number may be requested via the web at: 

http://www.grants.gov/applicants/request duns nun1ber.jsp. BUD will post guidance on its 

website regarding how to obtain a DUNS number. 

Title XV, Section 1512 of the Recovery Act states that funding recipients that are 

required to report information per subsection (c)( 4) of the Recovery Act (detailed 

information on any subcontracts or sub grants awarded by the recipient to include the data 
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elements required to conlply with the Federal Funding Accountability and Transparency Act 

of2006 allowing aggregate reporting on awards below $25,000 or to individuals) must 

register with the Central Contractor Registration (CCR) database. CCR is the primary 

registrant database for the U.S. Federal government. CCR collects, validates, stores, and 

disseminates data in support of agency acquisition missions. Registration information on the 

CCR website can be found at http://www.ccr.gov/stmiregistration.aspx. A CCR User 

Account Guide can be found at http://www.ccr.gov/doc/UserAccount.pdf. CCR frequently 

asked questions can be found at http://www.ccr.gov/FAQ.aspx#accounts. 

Additional information regarding subrecipients, other organizations, and contractors 

receiving CDBG-R funding will also be required to comply with the Federal Funding 

Accountability and Transparency Act of 2006 (Public Law 109-282) and to ensure 

accountability and transparency as cited in Title XV of the Recovery Act. This may include, 

but is not limited to, address and contact information as well as more detailed information 

about the entity and its award under this activity. 

The regular CDBG reporting requirements as well as the additional CDBG-R 

reporting requirements will be strictly enforced. HUD reserves the right to restrict access to 

grantees' CDBG-R funds for delinquent, incomplete, or inaccurate reporting. Each CDBG-R 

activity, regardless of eligibility category and national objective, will not only report on the 

regular CDBG accomplislunents and performance measures for that activity but also on the 

number of jobs created and retained, if applicable. (Grantees should note that this jobs 

reporting requirement applies to all activities and has nothing to do with low- and moderate

income benefit national objective compliance based onjob creation or retention.) 
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The Recovery imposes additional reporting requirements including, but not linlited to, 

information on the environmental review process, the expected completion of the activity, the 

type of activity, and the location of the activity. The Department has not yet determined how 

these reporting requirements will be implemented. HUD will establish and disseminate 

reporting requirements for CDBG-R assisted activities at a later date. 

To collect these data elements and to meet its reporting requirenlents, HUD is 

requiring each grantee to report on its CDBG-R funds to HUD using IDIS. 

Requirements 

1. Performance report alternative requirement. The Secretary may specify the form and 

timing of reports provided by the grantee under both 42 U.S.C. 5304( e) (the HCD Act) and 

42 U.S.C. 12708 (NAHA). Therefore, the consolidated plan regulation at 24 CFR 91.520 is 

waived and the alternative reporting form and timing for the CDBG-R funds is that: 

a. For infrastructure investments made by State and local governments, report the purpose, 

total cost, and rationale of the agency for funding the infrastructure investment with funds 

made available under this Act and name of the person to contact at the agency if there are 

concerns with the infrastructure investment. 

b. Provide detailed information on any subcontracts or subgrants awarded by the recipient to 

include the data elements required to comply with the Federal Funding Accountability and 

Transparency Act of 2006 (Public Law 109-282), allowing aggregate reporting on awards 

below $25,000 or to individuals, as prescribed by the Director of the Office of Management 

and Budget. 

c. Information must be submitted using HUD's IDIS system. Pursuant to Section 1512 of the 

Recovery Act, grantees must enter the data into IDIS on a quarterly basis for generation of 
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reports by HUD or other entities. 24 CFR 570.495 and 24 CFR 570.910 are waived to the 

extent necessary to allow HUD to restrict access to funds in IDIS for any grantee that fails to 

fully comply with CDBG-R reporting requirements. 

d. Throughout 24 CFR palis 91 and 570, all references to "annual" requirements such as 

submission of plans and reports are waived to the extent necessary to allow the provisions of 

this notice to apply to CDBG-R funds, with no recurring annual requirements other than 

those related to civil rights and fair housing certifications and requirements. 

H. Certifications 

Background 

Because this is a separate appropriation of funds, the certifications that are required 

for the CDBG program must also be submitted for the CDBG-R program; they are listed at 

24 CFR 91.225 for entitlement communities and 24 CFR 91.325 for States. HUD is waiving 

the requirements that grantees follow their existing citizen participation plan, and that a state 

consult with units of general local government in preparation of its substantial amendment. 

Therefore, HUD is also waiving the certifications associated with these requirements. 

HUD is requiring additional certifications in addition to the certifications that are 

normally required. The additional certifications are tailored to CDBG-R grants. Although 

the CDBG-R is being implemented as a substantial amendment to the 2008 annual action 

plan, HUD is requiring submission of this additional set of certifications. 

Requirements 

Certifications for states and for entitlement conlmunities. 

1. Each jurisdiction will sign and submit the certifications at 24 CFR 91.225( a) and (b), or 

24 CFR 91.325(a) and (b) as applicable, except that 24 CFR 91.225(b)(1), 24 CFR 
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91.225(b)(4)(ii), 24 CFR 91.325(b)(l), 91.325(b)(2)(i) and (v), and 24 CFR 91.325(b)(4)(ii) 

are waived. 24 CFR 91.225(b)(4)(iii) and 24 CFR 91.325(b)(4)(iii) are waived to the extent 

necessary to eliminate the phrase "including Section 108 loan guarantee funds" from the 

certifications. 

2. Each jurisdiction will also sign and submit the following certifications: 

a. a certification that the jurisdiction will comply with Title XII of Division A of the 

Anlerican Recovery and Reinvestnlent Act of 2009. 

b. a certification that in selecting projects to be funded, the grantee will give priority to 

projects that can award contracts based on bids within 120 days from the date the funds are 

made available to the recipients, and will ensure maximum job creation and economic 

benefit. 

c. a certification that when CDBG-R funds are being used for infrastructure investments, the 

grantee will give preference to quick-start and finish activities, including a goal to use at least 

50 percent of the funds for activities within 120 days of enactment of the Recovery Act. 

d. a certification that all iron, steel and manufactured goods used in construction, alteration, 

repair, or maintenance of a public building or public work project assisted with CDBG-R 

funds under the Recovery Act lTIUst be produced in the United States unless the Secretary 

finds that: (l) the requirement is inconsistent with public interest; (2) those goods are not 

reasonably available or produced in sufficient quantity in the U.S.; (3) or the use of the goods 

will increase the project cost by nl0re than 25 percent. 

e. a celiification from the GovelTIOr, mayor, or other chief executive, as appropriate, that any 

infrastructure investments have received the full review and vetting required by law and that 

the chief executive accepts responsibility that the infrastructure investment is an appropriate 
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use of taxpayer dollars. Alternatively, a grantee's chief elected official may certify that 

infrasttucture investments will receive the full review and vetting required by law and that 

the chief executive accepts responsibility that the infrastructure investment is an appropriate 

use of taxpayer dollars. 

f. a certification that, for activities carried out with CDBG-R funds using the urgent need 

national objective where the urgent need is the cunent economic conditions, the activity is 

alleviating cunent economic conditions which pose a threat to the economic welfare of the 

community in which the activity is being carried out, the recipient is unable to finance the 

activity on its own, and other sources of funding are not available. 

g. a celiification stating that the aggregate use of CDBG-R funds shall principally benefit 

low- and moderate-income families in a manner that ensures that at least 70 percent of the 

grant is expended for activities that benefit such persons over the life of the CDBG-R grant. 

I. Paperwork Reduction Act 

The infolmation collection requirements in this notice have been approved by the 

Office of Management and Budget (OMB) under the Paperwork Reduction Act of 1995 (44 

U.S.C. 3501-3520) and assigned OMB Control Number 2506-0184. In accordance with the 

Paperwork Reduction Act, HUD may not 
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conduct or sponsor, and a person is not required to respond to, a collection of infonnation 

unless the collection displays a currently valid OMB control number. 

J. Environmental Impact 

. A Finding of No Significant Impact (FONSI) with respect to the environment has been made 

for this issuance in accordance with HUD regulations at 24 CFR part 50, which ilnplement 

section 102(2)(C) of the National Environmental Policy Act of 1969 (42 U.S.C. 4332(2)(C)). 

The FONSI is available for public inspection between the hours of8:00 a.ln. and 5:00 p.m. 

weekdays in the Regulations Division, Office of General Counsel, Room 10276, Department 

of Housing and Urban Developlnent, 451 Seventh Street, SW, Washington, DC 20410. Due 

to security measures at the HUD Headquarters building, please schedule an appointment to 

review the FONSI by calling the Regulations Division at 202-708-3055 (this is not a toll-free 

number). Individuals with speech or hearing impainnents may access this nun1ber via TTY 

by calling the Federal Inforn1ation Relay Service at (800) 877-8339. 

Dated: 
~~~--~----~----

[FR-5309-N -01] 

/ S aun Donovan 
Secretary 


